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through the GAR and the FEMA Re-
gional Office to the FEMA Associate
Director.

(b) The GAR shall certify on the loan
application that the local government
can legally assume the proposed in-
debtedness and that any proceeds will
be used and accounted for in compli-
ance with the FEMA-State Agreement
for the major disaster. States are en-
couraged to take appropriate pre-dis-
aster action to resolve any existing
State impediments which would pre-
clude a local government from incur-
ring the increased indebtedness associ-
ated with a loan in order to avoid pro-
tracted delays in processing loan appli-
cation requests in major disasters or
emergencies.

(c) The Regional Director or designee
shall review each loan application or
loan cancellation request received from
a local government to ensure that it
contains the required documents and
transmit the application to the Asso-
ciate Director. He/she may submit ap-
propriate recommendations to the As-
sociate Director.

(d) The Associate Director, or a des-
ignee, shall execute a Promissory Note
with the local government, and the Of-
fice of Disaster Assistance Programs in
Headquarters, FEMA, shall administer
the loan until repayment or cancella-
tion is completed and the Promissory
Note is discharged.

(e) The Associate Director or des-
ignee shall approve or disapprove each
loan request, taking into consideration
the information provided in the local
government’s request and the rec-
ommendations of the GAR and the Re-
gional Director. The Associate Director
or designee shall approve or disapprove
a request for loan cancellation in ac-
cordance with the criteria for cancella-
tion in these regulations.

(f) The Comptroller shall establish
and maintain a financial account for
each outstanding loan and disburse
funds against the Promissory Note.

§ 206.363 Eligibility criteria.
(a) Local government. (1) The local

government must be located within the
area designated by the Associate Direc-
tor as eligible for assistance under a
major disaster declaration. In addition,
State law must not prohibit the local

government from incurring the indebt-
edness resulting from a Federal loan.

(2) Criteria considered by FEMA in
determining the eligibility of a local
government for a Community Disaster
Loan include the loss of tax and other
revenues as result of a major disaster,
a demonstrated need for financial as-
sistance in order to perform its govern-
mental functions, the maintenance of
an annual operating budget, and the re-
sponsibility to provide essential mu-
nicipal operating services to the com-
munity. Eligibility for other assistance
under the Act does not, by itself, estab-
lish entitlement to such a loan.

(b) Loan eligibility—(1) General. To be
eligible, the local government must
show that it may suffer or has suffered
a substantial loss of tax and other rev-
enues as a result of a major disaster or
emergency and must demonstrate a
need for financial assistance in order to
perform its governmental functions.
Loan eligibility is based on the finan-
cial condition of the local government
and a review of financial information
and supporting justification accom-
panying the application.

(2) Substantial loss of tax and other rev-
enues. The fiscal year of the disaster or
the succeeding fiscal year is the base
period for determining whether a local
government may suffer or has suffered
a substantial loss of revenue. Criteria
used in determining whether a local
government has or may suffer a sub-
stantial loss of tax and other revenue
include the following disaster-related
factors:

(i) Whether the disaster caused a
large enough reduction in cash receipts
from normal revenue sources, exclud-
ing borrowing, which affects signifi-
cantly and adversely the level and/or
categories of essential municipal serv-
ices provided prior to the disaster;

(ii) Whether the disaster caused a
revenue loss of over 5 percent of total
revenue estimated for the fiscal year in
which the disaster occurred or for the
succeeding fiscal year;

(3) Demonstrated need for financial as-
sistance. The local government must
demonstrate a need for financial assist-
ance in order to perform its govern-
mental functions. The criteria used in
making this determination include the
following:
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(i) Whether there are sufficient funds
to meet current fiscal year operating
requirements;

(ii) Whether there is availability of
cash or other liquid assets from the
prior fiscal year;

(iii) Current financial condition con-
sidering projected expenditures for
governmental services and availability
of other financial resources;

(iv) Ability to obtain financial assist-
ance or needed revenue from State and
other Federal agencies for direct pro-
gram expenditures;

(v) Debt ratio (relationship of annual
receipts to debt service);

(vi) Ability to obtain financial assist-
ance or needed revenue from State and
other Federal agencies for direct pro-
gram expenditures;

(vii) Displacement of revenue-pro-
ducing business due to property de-
struction;

(viii) Necessity to reduce or elimi-
nate essential municipal services; and

(ix) Danger of municipal insolvency.

§ 206.364 Loan application.
(a) Application. (1) The local govern-

ment shall submit an application for a
Community Disaster Loan through the
GAR. The loan must be justified on the
basis of need and shall be based on the
actual and projected expenses, as a re-
sult of the disaster, for the fiscal year
in which the disaster occurred and for
the 3 succeeding fiscal years. The loan
application shall be prepared by the af-
fected local government and be ap-
proved by the GAR. FEMA has deter-
mined that a local government, in ap-
plying for a loan as a result of having
suffered a substantial loss of tax and
other revenue as a result of a major
disaster, is not required to first seek
credit elsewhere (see § 206.367(c)).

(2) The State exercises administra-
tive authority over the local govern-
ment’s application. The State’s review
should include a determination that
the applicant is legally qualified, under
State law, to assume the proposed
debt, and may include an overall re-
view for accuracy for the submission.
The Governor’s Authorized Representa-
tive may request the Regional Director
to waive the requirement for a State
review if an otherwise eligible appli-
cant is not subject to State adminis-

tration authority and the State cannot
legally participate in the loan applica-
tion process.

(b) Financial requirements. (1) The
loan application shall be developed
from financial information contained
in the local government’s annual oper-
ating budget (see § 206.364(b)(2)) and
shall include a Summary of Revenue
Loss and Unreimbursed Disaster-Re-
lated Expenses, a Statement of the Ap-
plicant’s Operating Results—Cash Posi-
tion, a Debt History, Tax Assessment
Data, Financial Projections, Other In-
formation, a Certification, and the As-
surances listed on the application.

(i) Copies of the local government’s
financial reports (Revenue and Expense
and Balance Sheet) for the 3 fiscal
years immediately prior to the fiscal
year of the disaster and the applicant’s
most recent financial statement must
accompany the application. The local
government’s financial reports to be
submitted are those annual (or in-
terim) consolidated and/or individual
official annual financial presentations
for the General Fund and all other
funds maintained by the local govern-
ment.

(ii) Each application for a Commu-
nity Disaster Loan must also include:

(A) A statement by the local govern-
ment identifying each fund (i.e. Gen-
eral Fund, etc.) which is included as its
annual Operating budget, and

(B) A copy of the pertinent State
statutes, ordinance, or regulations
which prescribe the local government’s
system of budgeting, accounting and fi-
nancial reporting, including a descrip-
tion of each fund account.

(2) Operating budget. For loan applica-
tion purposes, the operating budget is
that document or documents approved
by an appropriating body, which con-
tains an estimate of proposed expendi-
tures, other than capital outlays for
fixed assets for a stated period of time,
and the proposed means of financing
the expenditures. For loan cancellation
purposes, FEMA interprets the term
‘‘operating budget’’ to mean actual
revenues and expenditures of the local
government as published in the official
financial statements of the local gov-
ernment.

(3) Operating budget increases. Budget
increases due to increases in the level
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